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Section Effective of rates.
86-1.10 periodreimbursement 

Certification of reimbursementrates of paymentbygovernmental 

agencies shall be for a 12-month calendar year period or for such other 

period as may be prescribed. Certification of reimbursement rates by 

article IX-C corporations shall be for the periods specified in the 

reimbursement formula approved by the Commissioner of
Health. 
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Section 86-1.11 Computation of basic rate.- -. 
(b) Payment rates for the period January
1, 1983 through December 


31, 1983 shall be established on a prospective basis. Such payments 

shall be computed the
on basis of allowable historical inpatient expense 

.-' based on the fiscal and statistical data submitted by the medical 
leastfacility for the fiscal year ended at six months prior to January 


1, 1983 and upon the data described below. The computed rates shall 

be all-inclusive rates taking into consideration total allowable costs 

and total inpatient days, except as stated
in subdivision (1) of this 

section and section 86-1.41 of this Subpart. Total allowable costs
of 

a facilityshall.' beapportionedamongbeneficiariesofprograms 

administered under titles
XVIII and XIX of the Federal Social Security 
Act and article IX-C of the New York State Insurance Law and other 
patients, so that the share borne by each program is based upon actual 
services received by that program's beneficiaries.To accomplish this 

apportionment, for each program the ratio of beneficiary charges to 

total patient charges �or the services of each ancillary department 

shall be appliedto the cost of the department; to this shall be added 

the cost of routine services for program beneficiaries, determined
on 

the basisof an average cost per diem. 


with structures which
(1) Hospitals charge from an 

apportionment of costs cannot be determined will be paid only on 

the basisof total average cost per
diems, unless the hospital can 

provideadequateandverifiedstatisticaldatatoapportion 

ancillary costs among beneficiaries. 


(2) After July 1, 1984 the apportionment computed in this 

section will be revised to reflect 1982 charge data and patient 

day data received by the Commissioner pursuant to section
86-1.3 

of this Subpart. 


(3) In 1983, costs of malpractice insurance premiums and 
self-insurance fund contributions must be separately accumulated 
and directly apportioned among programs on the basis of average 
cost. In 1984 and 1965, one-third and two-thirds, respectively, 
of malpractice costs will be apportioned on the basis of payor 
experience. Apportionment on the basis of experience shall be 
based on the dollar ratios for each payor of the facility's 

payor
malpractice losses paid by that to its total paid malpractice 

losses for the current cost reporting period and the preceding 

four-year period. If
a facility hasno malpractice loss experience 
for the five-year period, the costs of malpractice insurance 
premiums or self-insurance fund contributions must be apportioned 
among the programs based on the national ratio of malpractice 
awards paid to program beneficiaries to malpractice awards paid 
to allpatients. I f  a facilitypaysallowableuninsured 
malpractice lossesincurredbyprogram beneficiaries, either 
through allowable deductible or coinsurance provisions,or as a g5-3 4 
result of an award in excess of reasonable coverage limits, or assupersedes 
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governmental provider, such losses and related direct costs must be 

directly assigned to a respective program for reimbursement. 


(c) (1) To the allowable basic rate, computed in accordance with ceiling

limitations and to the discrete alternate level
of care rate ifapplicable,

and prior to the addition of capital costs (depreciation, leases and 

interest), there will be added a factor to project allowable cost increases 

during the effective period
of the reimbursement rate. This factor shall 

be developed in accordance with section
86-1.15 of this Subpart. The 

allowances specified in subdivisions (e)-(g)
of this section shall be 

computed on the basisof, and added to, the trended basic rate plus capital 

costs. 


*. 
( 2 )  reserved 

(d) General hospital inpatient revenue cap. (1) An inpatient revenue 
cap for each general hospital for each of the 1984 and 1985 shallyears
be established as -follows and shall include only the revenues set forth 
below. An initial inpatient revenue cap shall be calculatedfor each general

hospital by first trending
to each rate year the allowable historical 

inpatient operational expenses reimbursed in
1983. The initial allowable 

historical inpatient operational expenses all
to be trended shall reflect 

closed appeals and audit adjustments pursuant to this Subpart.
The trend 

factors used shall be developed in accordance with 86-1.15 of this 

Subpart. The following revenues shall then be added
to trended allowable 

historical inpatient operational expenses for each rate year: 


(i) capital related inpatient expenses determined in accordance 

with sections86-1.29 and 86-1.30 of this Subpart;


(ii) the allowances provided for in subdivisions
(e)- (9 )  of this 
section, calculated for each rate year utilizing thesum of trended 

allowable historical inpatient operational expenses and capital related 

inpatient expenses; and 


(iii) any anticipated additional revenues generated by a general

hospital‘s charge schedule, developed 86-1.2
in accordance with section 

of the Subpart, for each respective -rate year. 


( 2 )  The initial revenue capsfor rate years1984 and 1985 shall be 
adjusted to reflect the following: 

(i) case mix changes pursuantt o  the provisionsof subdivision (s)
of this section and volume changes; 

(ii) appeals filed and/or adjustments made pursuant
to sections 

86-1.16 and 86-1.17 of this Subpart; and 
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(iii)anyadjustmentsmade in-payments under title 

XVIII of the Federal Social Security
act -(Medicare) pursuant 
to section8 6 - 1 . 4 3  of this Subpart. 

. (3)(i) The commissioner shall require direct repayment 
oradjust a subsequentyear'sinpatientrevenuecap to 
reflectactualinpatientrevenuesreceivedforinpatient 
servicesprovidedbyageneralhospitalthatexceeda 
previous year's inpatient revenue cap initially established 
oradjustedinaccordancewiththisSubpart. A general 
hospital determined to have such excess revenues shall be 
subject to direct repayment or adjustment of a subsequent 
revenue cap when such excess is dueto establishment of a 
charge schedule that is not in compliance with section 
86-1.2(c) of this Subpart. Revenue received established as 
a result of the provisions of title XVIII of the Federal 
Social Security Act (Medicare) phasein policies or from 
charges authorized under section 86-1.17(h) of this Subpart 
in excess of the revenue cap shall not be included in the 
adjustment. 

(ii) A. facility that maintains charge schedules less 
than the m a x i m u m s  set forth in section 86-1.2(c) of this 
Subpart such that it results in it receiving less than the 
maximum allowable charge paying rate shall not be compensated 
by other payors for the amount by which its charge revenues 
are less than the maximum amount allowed. 

(4) That portion of the revenue cap that is related to 

utilization of inpatientservicesshallbeapportionedamong 

beneficiaries of programs administered under titles
XVIII and XIX 

I X - Carticleof the Federal Social Security Act and of the NewYork 
State Insurance Law, and those enrolled in organizations operating 
in accordance with the provisions of article 44 of the Public 
Health Law,so that the share borne by each programis based upon 

actualservicesreceivedbythatprogram'sbeneficiaries. To 

accomplish this apportionment, for each ancillary department, the 

ratio of total department costs to total department charges will 

be applied to program beneficiary charges for the services
of that 

ancillary department to develop an ancillary cost per day for 

beneficiaries of that program; to this shall be added theofcost 

routine services for program beneficiaries, determined on the 

basis of an average cost per diem. 


Any adjustmentintheoverallrevenuecap in 
accordancewiththisSubpartshall be reflectedinan gc-3L/
appropriate adjustment tot h i s  portion of the revenue cap and 

programs. payment levels wthese by 
.-. 

(ii) After such adjustments, the portion
of the revenue H-3bo( 
cap initially established, or as adjusted, that is related 
to the actual utilization of covered inpatient services of 

the above programs, shall constitute guaranteed revenue to 

the general hospital. 
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(iii) Hospitals with chargestructuresfrom which an apportionment of 
costs cannot be determinedwill be paid only on the basis of 'rota1 average 
cost perdiem, unless the hospital can provide adequateand verified 
statistical data t o  apportion ancillary costsamong beneficiaries, 

(9) Bad debt and charity careregionalpools and allowances. Regional pools
will be established from which allowances hospitalrates to helpwill be added to 
pay for the costsof bad debt and charity for the three yearperiod commencing 
january 1 1983, and ending December31, 1985. Such pools shall receive funds 
from hospitals pursuant 86-1.37 of this Subpart.to this subdivision and section 
for the rates established in1983,  the resources available forpurposes of 

establishing thebad debt and charityc u e  pools shall be calculated
on the basis 
of two percent of the total  statewide general hospital (includingboth major

public hospitalsand all other hospitals) reimbursable inpatient
operating costs 
after applicationof the trend factorplus the additionof capital costs. For 
the rates establishedin 1984 and 1985,  the resources availablefor establishing
these pools shall be calculatedon the basisof three percentand four percent,
respectively of total statewidegeneral hospital reimbursableinpatient operating 

costs in the respective rate year after application
of the trendfactor plus the 
addition of capital costs. . 

-
(1) To be eligible to receive an allowance from the baddebt and charity 

care pool funded by paragraph ( 4 )  of this subdivision and the financially
distressed hospital pool funded bysubdivision: - .:. ( 8 )( 8 )  of this 
section, a facility must meet the following criteria. Compliancewith these 
criteria shallbe subject to audit. 


( i f  The costs of bad debt and charity caremust be determined according 
KO the following definitions andmust be reported in the appropriate sections 
of the facility's Institutional Cost Report. 
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( a )  Bad debt. Bad debts are the amounts which are considered to be 
uncollectible from accounts and notesreceivable which werecreated -or 
acquired in providing services. ''Accounts receivable" and notes 
receivable" are designations for claims arising from rendering
services, and are collectable in money in the next operating cycle.
Bad debts shall be determined in accordance with generally accepted
accounting principleswhich recognize the direct charge-off method, the 
reserve method, or B combination of the direct charge-off method and 
the reservemethod. Additionally, the debtmust be related to a service 
which the facility has been authorized by the conmissioner to provide,
If an amount previously written off as a bad debt i s  recovered in a 
subsequent accounting period, the amount written off mustbe used to 
reduce the cost of bad debt for the period in which the collectioni s  
made. 

(b) Charity care. Charity care is the reduction in charges made by
the provider of services because the patient is indigent or medically
indigent. Reductions in charge for employees which are accounted for 
as fringe benefits, such as hospitalization and personnel health 
programs, are not considered charity care. Courtesy allowances, such 
as free or reduced-charge services provided to other than the indigent 
or medically indigent, are not considered charity care. 

(ii) The facility mustmaintain reasonable collection efforts and 

procedures. 


( a )  The hospital must utilize commonly accepted business methods and 
practices to collect unpaid amounts fromallclasses of payors Such , .  
methods may differ for inpatient and outpatient services. The hospital
shall utilize good business judgment and practices in determining the 
amounts to be collected. 

(b) The hospital must determine the patient's ability to pay for the 
services rendered and document the method under which-the determination 
was made. 

(c) The hospital musf generate and maintain written documentationof 
requests for payment for services provided. 

(d) The hospital must take any subsequent actions as appropriate

within good business practice suchas subsequent billings, collection 

letters or telephone calls. These subsequent actions mustbe 
documented. 

(e) The hospital may turn accounts over to a collection agency.
Amounts so turned over may be written off as a bad debt at the time of 
turnover, Amounts collected by the facility after write-off 
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constitute a recovery of bad debts in the period collected. 

(f) The hospital shall not be required t o  pursue judgment claims 
before the account can be written off. 

(9) A policy which is consistant and followscommonlyaccepted
business methods and practices concerning thetime period thatmust 


an unpaid
elapse between initial billing end the determination that bill 
is a bad debt 1, 1981 t o  December 31,must be maintained from January
1985. A finding of inconsistencym y  be waived upon demonstration by
the facilitythat a policy change servedto make baddebt determination 

policies consistentwith the requirementsof this subdivision. 


(iii) The facility shall submitby October 1, 1983 and thereafter within 
120 days from the beginningof' a rare year, a report containing an opinion
by its independent certifiedpublic accountantor independent licensed 
public accountant in a form approvedby the commisioner after consultation 
with theNew York State Societyof Certified Public Accountants,as t o  
whether the facility meetsthe criteria of this subdivisionfor eligibility
for a distribution from bad debt and charity pool. The commissionermay

opinionthat thefacilityis in compliance
accept areport containing an with 
the criteriaof this subdivision2s establishinginitial eligibility asof 
the first dayof each rate year for distribution from thepool. Thereafter 

if the commissioner determines
that the facilityis not in compliance, such 
noncompliance shall be applicablefor the entire rate year. The facility 

may appeal this noncompliance determination pursuant to the provisions
of 
section 86-1.17(i)of this Subpart. If the facility choosesto appeal the 
commissioner's determination, the facility will continuet o  receive payments
from its regional pools, if otherwise eligible, until af inal  determination 
has been made. If it is finally determined that the facilityis not in 
compliance or i f  the facility chooses not to appeal the conmissioner's 
determination that it is out of compliance the facility,shallrepay toits 
regional pools all monies receivedfrom these pools for the period during
-which it was our of compliance If a facility fails to repay such monies 

within at o  its regional pools reasonable periodof rime, major third-party 
payors shall adjust the facility's rate as directed the commissioner t o  
reflect money owedt o  the pools and shallpay these moniest o  the pool
administrator. 

(2) For the purposesof this subdivision only, the following words or 
phrases shall be defined as follows: 

( i )  Major public sector shall  mean all State-operated generalhospitals,
all general hospitalsoperated by the New York City Health and Hospitals
Corporation as established in chapter1016 of the Laws of 1969, as amended 
and a l l  other 
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public general hospitals having annual inpatient operating c o s t s  in excess 

o f  $25 million. 

(ii) Voluntary sector shall mean all voluntary nonprofit, 

private proprietary and public general hospitals other than major  public 

general h o s p i t a l s .  

( 3 )  reserved 

(4) reserved 
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( g ) ( 5 )  reserved 

(g)(6) reserved 


( g ) ( 7 )  reserved 
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